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PREFACE 


Outstanding among the vital international problems now press- 
ing for solution is the question of Sino-Japanese relations. With 
the more recent developments in the Far East, everyone is doubt- 
less familiar in a general way, but to comprehend the significance 
of these events a knowledge of the various factors and circum- 
stances that combined to bring about the present situation is in- 
dispensable. This necessary background is briefly but adequately 
presented in the following document, by Mr. Jerome D. Greene, 
member of Lee, Higginson & Company, bankers, of New York, and 
Chairman of the Institute of Pacific Relations. Mr. Greene was 
himself born in Yokohama and by reason of extensive travel and 
study in the Orient is specially well qualified to discuss the subject 
under review. 

No less important than their relations with each other are the 
relations of China and Japan with other Powers. In the second 
article in this pamphlet Mr. Wallace M. Alexander, Chairman of 
the Board of Directors of Alexander and Baldwin, Ltd., San Fran- 
cisco, discusses the policy of the United States in the Far East 
with special reference to trade relations between this country and 
Japan. 

Because of the frequent references to the Nine-Power Treaty 
in connection with the present difficulties between China and Japan, 
the text of that treaty is included as a part of this document. 


NicHoLtas Murray But Ler 
New York, May 10, 1932. 
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THE UNITED STATES AND THE SITUATION 
IN THE FAR EAST" 


By 


JeroME D. GREENE 
Chairman of the Institute of Pacific Relations 


There is nothing more transient than the authority of a traveler 
in the Far East as a reporter of recent events. So much has 
happened since early December when I left Manchuria at the 
Siberian border after a sojourn of a little less than three months 
in China and Japan that a considerable part of the information 
upon which I should have to rely in giving a picture of the situa- 
tion as I see it today is information already at your disposal. It 
will therefore be more profitable if I devote the greater part of 
what I have to say to a description and analysis of the background 
of the drama which is now being enacted. Moreover, observa- 
tion of different phases of public opinion here since my return 
has led me to believe that a knowledge of the background is no 
less important than accurate knowledge of current happenings, if 
the significance of the latter is to be understood. 

I shall therefore try to sketch first some important features of 
the background, proceeding from that to a recapitulation of what 
has happened in Manchuria and the vicinity of Shanghai, and 
finally to a consideration of American policy as regards the existing 
situation. 


The Question of Sovereignty 

Let us first consider the question of sovereignty in China and 
also in Japan, with special reference to its exercise in intercourse 
with other nations and with each other. For it so happens that this 
very question of the exercise and expression of sovereignty, while 
raised in different ways in the two countries, is very near to being, 
if it is not actually, the most vital factor in the whole situation, 
with respect to each. 


7An address delivered before the World Affairs Institute held under the 
auspices of the American Women’s Association in New York on March 23, 1932. 
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It would be beyond my competence to discuss the subject of 
sovereignty as a technical legal question. But the phases of that 
subject to which I shall refer appear susceptible of statement in 
simple terms which I trust will not be open to technical objection. 

China’s lack of complete sovereignty in the sense that its nomi- 
nal Government, whether theoretically acknowledged by all the 
people or not, is not actually effective within its borders, and in 
the sense that includes the capacity to maintain a reasonable degree 
of order and to observe international obligations, is not only the 
cause of the grievances alleged to have been suffered by the Japa- 
nese, but is also the ground on which rests the Japanese claim that 
direct action to enforce their rights on Chinese soil is a matter of 
necessary self-defense and not a violation of sovereignty. You 
cannot, they say, violate something which has only a fictitious 
existence. How far can these claims be justified? 


The Concept of Nationality 

First of all it must be admitted that China has never had the 
concept of nationality in the sense that these words convey to us. 
This is not to be taken as a disparagement of Chinese political 
traditions. The concept of nationality as we understand it has 
to a large extent been created by the exigencies of intercourse 
between nations. Ancient China got along quite happily, from 
her point of view, without such intercourse, although of course 
the country was far from impervious to infiltrations of foreign 
cultures, notably that of India. An important element in our con- 
cept of nationality is a well-organized government, whether auto- 
cratic or democratic, which exercises authority over a whole peo- 
ple, with codes or other systems of law prescribing the rights and 
duties of subjects or citizens. Ancient China was not wholly with- 
out government, but the authority descending from the Throne, 
through ministers, viceroys, governors, and district magistrates, 
existed chiefly for purposes of tribute and taxation, and was not 
relied upon as the means of regulating the conduct of individuals. 
This does not mean that their conduct was not regulated; with due 
allowance for differences in the conception of individual and social 
interest, it was very admirably regulated by precept and tradition 
enforced by patriarchal and other social control, notably that of 
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the trade guilds. It is contact with the outer world, with her 
neighbors and with other countries with whom modern China has 
been more or less forced into commercial relations, that has ex- 
posed the inadequacy of Chinese political concepts and traditions 
to cope satisfactorily with the obligations resting upon members 
of the family of nations. 

It is this aspect of what I have perhaps too loosely called Chi- 
nese sovereignty which is chiefly accountable for the whole tragic 
history of China’s relations with other countries during the last 
hundred years, and this to her disadvantage rather than to her 
discredit; and it is the largest causative factor in her recent 
troubles with Japan, whether these be regarded as a pretext for 
Japanese aggression, or as a complete justification for Japanese 
measures of self-defense. 


Chinese Sovereignty in Manchuria 

To apply what I have said a little more concretely to Manchuria, 
it should be added that, although Manchuria has been admittedly 
a part of China and has been repeatedly acknowledged to be 
such by Japan, as well as by other countries, no government exist- 
ing in China since the fall of the Manchu Dynasty has functioned 
as the government of Manchuria or of any of its provinces. When 
the Young Marshal, Chang Hsiao Liang, hoisted the Nationalist 
flag in Mukden in 1928, that was regarded as a significant gesture 
of adherence to the Central Government; but neither before nor 
after that event did the writ of Nanking run in the Three Eastern 
Provinces, nor was the behavior of their inhabitants under the 
control of the Central Government. If troubles arose, as they 
frequently did, between the Japanese and the Chinese in Man- 
churia, pro forma representations and protests might be addressed 
through orthodox channels by Tokyo to Nanking; and nominal 
assurances of attention might be given—or not, as the case might 
be; but if anything required to be done on the Chinese side to 
protect Japanese rights or to remedy abuses, it had to be done by 
the local authority. The scene was admirably set for evasion and 
procrastination, if these were desired, as of course they were; for 
Nanking disputed the very validity of the treaties and agreements 
under which Japan was carrying on her railroads and her com- 
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mercial and industrial operations in Manchuria. Nanking “passed 
the buck” to Mukden, and Mukden passed it back to Nanking. 
Meanwhile a multitude of grievances accumulated, any of which, 
with a reasonably accommodating spirit on both sides, could have 
been settled in favor of one side or the other. An explosion of 
some kind was inevitable. 


Lack of Competent Authority Thwarts Amicable Adjustments 

As we review the whole story of events beginning with the out- 
break on September 18, 1931, we see how constantly the lack of 
competent Chinese authority rises to thwart all efforts toward 
peaceable adjustment. The situation has been aggravated ever 
since then at periods in which even the shadow of authority obser- 
vable at Nanking has at times disappeared, and those most anxious 
to press measures of conciliation have been unable to locate the 
responsible authority. The nearest approach to such authority 
might be found at one moment in the Mayor of Greater Shanghai, 
at another in the general commanding the 19th Route Army, at 
another in the titular Minister of Foreign Affairs at Nanking, 
and at another in the person of General Chiang Kai-shek at Loy- 
ang or Nanking. Woe to the unlucky official or general who, in 
the exercise of his apparent authority, might sign a truce or other 
agreement involving concessions hurtful to Chinese pride, for he 
would be a marked man thereafter. This lack of authority or 
timidity in exercising it has had much to do with the recent delays 
in bringing about a cessation of hostilities at Shanghai. 

Who can blame the eloquent, persuasive, and doubtless sincere 
Chinese spokesmen in Geneva and in the principal foreign capitals 
who have protested on behalf of their country against undisputed 
invasions of her territory, in terms expressing readiness on China’s 
part to take every measure and fulfil every obligation which a 
responsible Government could agree to—undertakings in Manchuria 
to maintain order and enter into direct negotiations, if only the 
Japanese would withdraw; undertakings at Shanghai to withdraw 
her own soldiers from the surrounding territory, if the Japanese 
would first completely evacuate? And yet, neither in Manchuria 
nor in Shanghai were there any indications that the performance 
could match the promise. The obvious fact was that performance 
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was impossible to guarantee, even with the utmost sincerity and 
goodwill at Nanking. 

The process by which serious friction or war between responsible 
and well ordered governments is avoided does not depend upon the 
absence of irritations and grievances. It is made possible partly 
by a conciliatory disposition on both sides, but chiefly by the fact 
that rational discussion and negotiation are possible at the initial 
stages of friction, with confidence on both sides that, if honest and 
apparently irreconcilable differences persist, resort to impartial 
methods of settlement will be possible and its terms accepted. It 
is easy to see, however, that the possibility of establishing contact 
between the parties at the initial stages of trouble is of vital im- 
portance if peaceful relations are to be maintained. Without such 
contact small grievances grow into large ones and accumulate to 
a formidable bulk with the passage of time. Every encouragement 
is thus given to irresponsible parties to retaliate against intolerable 
abuses. Such has been Japan’s experience with China for many 
years and especially during the past two years. To say this is not 
to imply that the grievances are all on one side. As breeders of 
international strife unsatisfied complaints are mischievous, not 
because either side is all right or all wrong, but because there is no 
means of handling and disposing of them. 


Expression of Sovereign Power in Japan 


The definition and the location of the sovereign power in Japan 
has been a hardly less disturbing factor in the situation, although 
it has come into prominence rather in the. precipitation of the con- 
flict last September and in the subsequent handling of it by Japan 
up to the present time than in connection with the fundamental 
merits of Japan’s case. This factor may be described as a divi- 
sion or ambiguity of responsibility as between the Government 
represented by the Cabinet, and the military and naval authority 
who regard their responsibility as being directly to the Throne, 
though dependent upon parliamentary grants of money. Apart, 
however, from the real if not nominal independence of the army 
and navy and their consequent ability to commit the Government 
through a fait accompli, there is also the factor of discretionary 
power vested in a military commander in the field to act in an 
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he is responsible, from an immediate attack, or danger of attack, 
from opposing forces. It is my opinion that the military action 
taken by the Japanese on September 18 was actually the use, or 
abuse, of the discretionary power to which I have just referred. | 
The action once taken, however, was backed up by the highest 
military authorities, while the civil authorities, taken unawares by 
the whole proceeding, were forced to make the best of it. They 
did so by minimizing the scope and importance of the outbreak and 
by giving to the other Powers assurances of Japanese self-restraint 
which they were subsequently unable to make good, owing to the 
emergence of the military part of the Government as sole masters 
of the situation. There is no reason to doubt the good faith in 
which these assurances were given by the civil government; and 
it is easy to imagine the embarrassment and chagrin which it suf- 
fered when they were belied by events. Inasmuch, however, as the 
Foreign Office remained as the channel of communication with the 
outside world, an attempt had to be made to rationalize the whole 
procedure after the event—a process which was facilitated by the 
normal growth of the war spirit to the point where national una- 
nimity was virtually attained, at least so far as the feeling of the 
people was articulate. We are all too familiar with the develop- 
ment of nationalistic spirit and war fever in the Great War to 
require any explanation of the steps by which the Japanese people 
have come to the point of presenting a practically united front not 
only against China but also against criticism from abroad. The 
conflict or ambiguity of authority in Japan has also been masked 
to some extent by the retirement of the Minseito party in Decem- 
ber, its replacement by the Seiyukai party, and the Cabinet changes 
which have taken place recently, all of which reflect a greater 
harmony, if not a real unity, of authority; but the latent disunity 
remains as a grave constitutional defect which I believe the Japa- 
nese people would like to see changed by the same process as that 
which established the Constitution, namely, by the free and com- 
plete delegation by the Throne of the responsibilities of national 
defence to a government wholly and unequivocally responsible to 
Parliament, even if this change should reflect for the time being 
a less liberal and a more aggressive policy. 
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Incomplete Sovereignty in China—Equivocal Authority in Japan 
It is evident, however, that the foregoing observations affecting 
the definition of Japanese sovereignty refer to something quite 
different from those referring to a lack of complete sovereignty 
in China. The equivocal location of authority in Japan does not 
imply the lack of real authority; it merely explains in large meas- 
ure certain inconsistencies between official pronouncements and 
events that have transpired, especially during the earlier part of 
the past six months. If there have at times been similar incon- 
sistencies in connection with the development of the fighting at 
Shanghai from a small scale to a large one, it is to be accounted 
for rather by the local military control, and the exigencies of the 
situation in the field than by a conflict of authority in Tokyo. 


Japan’s Vital Interests 


The next feature of the background to which I should like to 
call your attention is that of Japan’s so-called vital interests in 
Manchuria. By these I refer not so much to the specific provisions 
of treaties and agreements on which Japan’s rights in Manchuria 
are based, as to the underlying interests of food, trade and indus- 
trial development which from the Japanese point of view are vital 
to the welfare, if not to the very existence, of Japan as an inde- 
pendent nation. These underlying interests explain why it is that 
Japan insists on the validity of her treaties and agreements with 
China. Japan’s population has been increasing at the rate of nearly 
a million a year, and unless something happens to retard this rate 
of growth, relief must come either by emigration or by much more 
extensive industrial development as the basis of a foreign trade 
enabling her to import the necessities of life. Both Japanese and 
foreign economists agree that even if unrestricted opportunities 
for emigration were open, they would hardly take care of more 
than ten per cent of the annual increment of population. This 
percentage would undoubtedly be much larger if Korea and Man- 
churia were available as fields of extensive colonization; but as a 
matter of fact, the Japanese will not go in significant numbers to 
the mainland, partly because of the rigor of the climate, and partly 
because the much lower standard of living of the Koreans and 
Chinese makes it practically impossible for Japanese farmers and 
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petty tradesmen to compete with the native population. A depend- 
able source of agricultural and mineral products and expanding 
trade therefore offer the only way of providing a living for a rap- 
idly growing population. It is possible, indeed not unlikely, that 
owing to the rise in the standard of living Japan will before long 
experience a tendency toward a greatly reduced rate of increase 
in population, if not indeed a stationary position in this regard. 
But this is more a matter of prophecy than of reality, and it does 
not modify the universal belief of the Japanese people that Man- 
churia, as a source of food and raw materials and as a field for 
industrial and commercial development, is an absolute necessity to 
the country. They urge this, however, not as an excuse for con- 
quest, which they consistently disavow, but as a reasonable ground 
for demanding from those who actually govern Manchuria co- 
operation in these reasonable objectives of national policy, rather 
than constant obstruction and frustration of that policy. 


The Strategic Factor 

Closely identified with Japan’s economic interest in Manchuria is 
her strategic interest in that area as a possible base of military 
operations hostile to the independence and survival of Japan. The 
Japanese people will never forget what it cost them in blood and 
treasure to resist the Russian menace of 1904-05. To them that 
menace is not an academic theory such as General Staffs and War 
Colleges like to play with as an intellectual discipline for military 
experts. It is a living terror made only more real after the Russo- 
Japanese War by the discovery that their country was then so 
nearly at the end of its resources. Manchuria, they say, cannot be 
allowed either to harbor a hostile Power or to be in a state of 
anarchy such as to invite violation of its territory by such a Power. 
This is perhaps the most striking example in the world today of 
a realistic factor which the formal mechanisms for the preserva- 
tion of peace have not fully taken into account. The subordination 
of law to public opinion and feeling, of which examples are not 
wanting in other fields of legislation, is never more clear or im- 
perative than where the literal application of international law 
and treaties is thought, whether rightly or wrongly, to be incom- 
patible with the natural law of self-preservation. Whether this is 
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a justifiable attitude or not, it is a real one and has to be taken 
into account as part of the objective background of Sino-Japanese 
relations. 


Manchuria in September, 1931 

With these facts and considerations before us, let us turn to the 
situation in Manchuria in September, 1931. Japan was in posses- 
sion of the leased territory of Kwantung at the lower end of the 
Liaotung Peninsula, where the South Manchurian Railway had its 
terminus at the Port of Dairen. It was also in possession of the 
railway zone comprising a narrow strip of land on either side of 
the roadbed extending north through Mukden to Changchun and 
southeast from Mukden to Antung at the Korean border. At the 
main railway centers the zone was expanded to include a larger 
area to accommodate terminals, warehouses and various facilities 
incidental to the operation of the railway. Within the leased terri- 
tory and the zone Japan exercised complete jurisdiction except in 
regard to maritime customs and the salt revenue which remained 
within Chinese control ; outside the zone Japanese and other foreign- 
ers enjoyed the rights of extraterritoriality as in other parts of 
China. In all other respects the vast territory of Manchuria was 
under Chinese control with a provincial governor in each of the 
Three Eastern Provinces, but with Chang Hsiao Liang, the Young 
Marshal, as acknowledged overlord of the whole territory. His title 
of Vice-Commander-in-Chief of the National Army was the sym- 
bol of his allegiance to the Government in Nanking. While Man- 
churia had enjoyed under the Young Marshal and his father, 
Chang Tso Lin, a greater degree of security and order than any 
other part of China, banditry was rife, and what was perhaps even 
worse, an army of 300,000 soldiers constituted a heavy and need- 
less burden on the resources of the country—a force probably 
twenty times as large as a well disciplined constabulary competent 
to preserve order would have to be. The exactions from the people 
to maintain an army of 300,000 men and the expenses of the 
Young Marshal’s court constituted an intolerable burden on the 
people. These exactions took the forms not only of oppressive 
taxation, but also of successive debasements of the currency, a 
method of confiscation as cruel as it was effective. 
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Japan’s Failure to Consult Other Powers 

This state of affairs was of concern to Japan, as it would be to 
any foreign Power, only to the extent that it infringed upon or 
endangered its rights and interests. That it did so, and that every 
possibility of relief through direct negotiation or by an ameliora- 
tion of conditions had been exhausted, is the basis for Japan’s 
claim that her actions throughout the campaign have been purely 
defensive. Particular incidents precipitating the conflict are of 
little importance compared with the fundamental conditions I have 
described. From the point of view of the rest of the world, how- 
ever, and especially from that of Japan’s friends, it was unfortu- 
nate that defensive measures so clearly taking the form of an 
aggressive infringement upon Chinese territory should not have 
been preceded by consultation with the League of Nations and 
with the leading Powers parties to the Pact of Paris and the 
Nine-Power Treaty, so that Japan would not have acted as the sole 
judge of a procedure which, at least prima facie, was incompatible 
with treaties the sanctity of which was a common interest of all 
the Powers. There is not a particle of doubt in my opinion that such 
consultation would have preceded military measures, had the ac- 
tion of the Government not been forestalled by the steps taken by 
the army in Manchuria—steps rather unconvincingly justified by 
the plea of emergency. 


Annexation Not Desired by Japan 

There is no reason, in my opinion, for refusing to accept at its 
face value the repeated declaration of the Japanese that they never 
have aimed and do not now aim at the political annexation of 
Manchuria. Japan has no desire to assume the responsibilities 
involved in the government of a country consisting of nearly 
30,000,000 Chinese. What she wants is a government of and by 
Chinese with whom she can cooperate on the basis of the treaties 
in the future economic development of the country. The first step 
in this direction was the improvisation of local governing commit- 
tees of Chinese, employing police of their own nationality; the 
second step was the organization of a central government of the 
territory under a Manchurian chief. There is no denying that both 
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local and territorial governments were set up by Japanese and 
are still largely under Japanese control. In this sense they are 
puppet governments. But if Japanese hopes are realized of their 
actually developing peace and security to a degree not hitherto 
experienced, and if this position can be safeguarded by an eventual 
relationship not unlike that between the United States and Cuba, 
the puppet government may be expected to become a real one under 
which the interests of both Japanese and Chinese will be secure. 


The Boycott in China 


Something approaching an acquiescence on the part of foreign 
opinion in such a process was becoming more and more evident 
when the crisis in Shanghai was created by the Japanese naval 
demonstration backing a demand upon the local Chinese authorities 
that the organization responsible for the anti-Japanese agitation 
and boycott should be dissolved. A good deal of humor has been 
displayed over the alleged naiveté of the Japanese in supposing 
that they could win Chinese customers at the point of a bayonet. 
But this is not quite an adequate description of what they were 
trying to do. The anti-Japanese boycott had been going on a long 
time when the Japanese occupation of Manchuria brought it to a 
pitch of intensity and severity never before witnessed in that land 
of boycotts. It went much further than mere abstention from 
buying Japanese goods. All intercourse with Japanese was for- 
bidden by the so-called National Salvation and Anti-Japanese 
Association. Chinese employees were withdrawn from Japanese 
banks, firms and individuals. Chinese merchants in possession of 
Japanese goods were intimidated, squeezed, and imprisoned, and 
goods were confiscated, all by utterly lawless organizations. A 
“racket” of no small proportions developed through the sale of 
confiscated goods. It is true that the Chinese people were swept 
by a wave of anti-Japanese feeling that made the boycott at first 
almost wholly spontaneous; but its effectiveness and duration were 
largely due to the lawless activities of the organization. Foreign 
merchants in Shanghai last October stated that nothing approach- 
ing the intensity or effectiveness of this boycott had ever been seen 
before; and the Japanese merchants of Shanghai, usually to be 
found in opposition to any avoidable disturbance of international 
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relations likely to hamper trade, asserted that so far as their busi- 
ness was concerned, war could be no worse and they were there- 
fore for the first time in favor of the most drastic action necessary 
to bring China to terms. 


What Happened in Shanghai 


When the first demonstration of force was made at Shanghai, 
but before the fighting began, it was undoubtedly the belief of the 
Japanese that a show of force would be sufficient to bring compli- 
ance with their demands for the suppression of the disorder and 
violence to which many of the 26,000 Japanese residents were ex- 
posed, and for the dissolution of the boycott organization. These 
were reasonable demands if one could dissociate the situation in 
Shanghai from the continued violation of Chinese territory in 
Manchuria, but it was too much to expect that dissociation in the 
minds of the Chinese. When the Chinese mayor made a verbal 
compliance with the Japanese demands, he doubtless thought it 
wise to do so and meant what he said. He reckoned, however, 
without his inflamed fellow-citizens and the large number of Chi- 
nese troops in and about the city. The evidence that trouble was 
brewing was so plain that the Municipal Council of the Interna- 
tional Settlement declared a state of emergency to exist, and that 
declaration automatically placed the defensive forces of the Settle- 
ment—British soldiers, American and Japanese marines, and the 
Volunteer Corps—at their stations along the borders of the Settle- 
ment. It is important to note that whatever may have been the 
blame attaching to the Japanese by reason of their first demonstra- 
tion of force, their marines up to this point acted not as members 
of an invading: force, but in cooperation with the other defenders 
of the Settlement. The Japanese sector was on the borders of 
Chapei, where 6,000 Japanese men, women, and children were living 
outside the Settlement. What happened next is not quite clear, 
but apparently the appearance of the Japanese marines was the 
signal for a fusillade from Chinese soldiers and snipers, later rein- 
forced by artillery fire from armored trains in the North Station. 
Whether the Japanese marines fired first or were fired upon before 
or after they crossed the boundary line, it would be ridiculous to 
suppose that their action was anything but defensive. They had 
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their own 6,000 civilians to protect and their action, whether wise 
or not, requires no other explanation; for the force of bluejackets 
was far too small to have attempted a seizure of the city. As 
subsequent events proved, a force ten times as large would hardly 
have sufficed for such a purpose. 

Before condemning the Japanese for the ruthlessness of their 
action in Shanghai, it is well to understand what happened at the 
outset. What happened subsequently was that the small defensive 
force and the civilians under their protection were in imminent 
danger of massacre by overwhelming numbers. This explains the 
initial bombing by airplanes in the vicinity of the North Station, 
a terrible procedure which however did not exceed in terror the 
situation it was intended to relieve. From that time on, nothing 
that happened can be ascribed to any prearranged plan. Hell had 
broken loose with both sides fighting desperately to hold their 
ground, and the tinder which had been lit by a few rifle shots grew 
into a conflagration which, through the weeks that ensued, became 
a major military operation demanding constant reinforcements on 
both sides, until finally a force of nearly 50,000 Japanese succeeded 
in driving the larger Chinese army back a dozen miles away from 
the city. 


A Tragic Blunder 

The Japanese failure to anticipate the consequences of their first 
demonstration of force was of course from every point of view a 
tragic blunder causing the loss of thousands of Japanese and Chi- 
nese lives, the dispossession of hundreds of thousands of civilians, 
and the destruction of their homes and places of business. The 
safety of the International Settlement was also gravely compro- 
mised. The Chinese were certainly no more disposed toward 
friendship with the Japanese, and the expenses involved on the 
Japanese side were a terrible burden on an already crippled bud- 
get. All this was surely a ghastly demonstration of the futility of 
war. Yet when one considers the steps leading insidiously to the 
ultimate result, one sees that the fault lay in the rash appeal to 
force, rather than in any design on the part of the Japanese to 
bring about what actually occurred. But that again is normal in 
war. 
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The International Settlement 

The whole episode at Shanghai has greatly increased the difficul- 
ties growing out of the abnormal status of the International 
Settlement. That Settlement is actually something very much 
like a little international republic on Chinese soil, with a constitu- 
tion consisting of treaties and Land Regulations going back to the 
middle of the last century. It has a Municipal Assembly elected 
by foreign and Chinese ratepayers in which the British and the 
Chinese each have had five representatives, the Americans two, and 
the Japanese two. It performs all the functions of a municipal 
government, performs them well, and provides in the Settlement 
an island of comparative security for about 65,000 foreigners and 
g00,000 Chinese. The relative stability of this island of security 
has made it possible for Shanghai to become one of the greatest 
ports and markets in the world and an entrepot for all the trade 
of the Yangtse valley. While the armed defence of the Settlement 
has been proved on several occasions to be a necessity, it has never 
before been used as a base for anything but defensive measures. 
When, in 1927, at the time of the anti-British boycott, there was 
a gathering of Chinese forces in the neighborhood, the defence 
forces were stationed at the boundaries, just as they were stationed 
at the end of last January. The British also brought 15,000 troops 
to Shanghai for purposes of reinforcement, but Sir Austen Cham- 
berlain notified the League of Nations of what was being done 
and explained that the object was purely the defence of British 
nationals. That explanation was apparently acceptable. The Japa- 
nese have endeavored to base their recent action on the same 
ground of necessary defence for their nationals, who vastly out- 
number the British and were undoubtedly in greater peril, owing 
to the exposed position of 6,000 civilians in Chapei outside the 
Settlement. The action of the Japanese, however, was more open 
to the suspicion and fear of the Chinese that an extensive invasion 
was premeditated, although the relatively small number of blue- 
jackets at first employed makes it reasonable to suppose that the 
Japanese had thought a mere demonstration of force would be 
adequate. Here was the fundamental error of judgment which the 
past experience of the Settlement and a better appraisal of the 
moral and military resources of the Chinese should probably have 
enabled them to avoid. 
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The Official American Attitude: Protection of American Interests 

The official American attitude toward the whole Sino-Chinese 
episode of 1931-32 has been governed by two considerations: the 
protection of American nationals and American interests; and sec- 
ondly, as part of the latter, the fulfilment of international obliga- 
tions to which the United States is a party. The United States 
Government has not conceived it to be its duty to pass judgment 
on the underlying rights and wrongs of the situation, or to do 
anything that could be interpreted as taking sides or intervening 
in the conflict. That the suspension of diplomatic relations with 
Japan, an embargo on trade, or the prohibition of all intercourse 
on the part of its nationals would be taking sides, there can be no 
doubt; and nothing that has emanated from Washington woufd 
justify the inference that any of these measures are contemplated. 
The overwhelming weight of public opinion as expressed by the 
press and the business community also seems to be opposed to them. 


Economic Measures Equivalent to War 

On the other hand, a considerable section of American opinion, 
led by men of the highest character and influence, has evidently 
regarded it as the duty of the American Government to be prepared 
for joint action with the League in applying against Japan the 
coercive measures of Article XVI of the Covenant. Another 
section of American opinion is conducting an agitation in favor 
of individual abstention from the purchase of Japanese commodi- 
ties. Both movements are alike in regarding the use of economic 
sanctions as something less than an appeal to force, as distin- 
guished from pacific measures such as would be consistent with 
the letter, if not the spirit, of the Pact of Paris. It is a curious 
phenomenon that the most vehement supporters of economic pres- 
sure are to be found in the ranks of the pacifists and of those who 
in general have been the strongest advocates of the substitution 
of reason and conciliation for the resort to force. In this respect 
they have shown themselves far less conservative and conciliatory 
than some who doubt whether armed force can yet be dispensed 
with. I believe them to be guilty of a deplorable inconsistency, 
and the inconsistency becomes the more glaring if one considers 
two grave implications of the kind of intervention they so casually 
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and lightly propose. The first is that the suspension of trade, in 
the volume that now goes on between the United States and Japan, 
would have many of the consequences of war—consequences which 
all of us regard as the most terrible—namely, the suffering of mil- 
lions of non-combatants who have had no part in the fighting and 
no part in determining the policies leading to war. It is ridiculous 
to suppose that such suffering is limited to the pocketbooks of a 
few capitalists: it means incalculable hardship and widespread 
starvation among the masses, whose economic reserves are already 
at a low point. The second implication of economic sanctions is 
that they would inevitably be taken, and quite naturally taken, as 
hostile acts justifying resistance. If this be true, economic sanc- 
tions, however sanctified by inclusion in Article XVI of the Cove- 
nant, would be very hard to reconcile with the pacific measures 
dictated by the Pact of Paris as the exclusive instruments of na- 
tional policy. The very agitation in favor of embargoes and boy- 
cotts has made the identical impression in Japan that would be 
made by the advocacy of war, and it is rapidly filling a reservoir 
of national antipathies which are the worst fruits of war. If 
American interests or the sanctity of peace treaties require protec- 
tion by war, then let us have economic sanctions by all means, and 
let war come; but let us avoid the hypocrisy of pretending that we 
are employing the harmless instrumentalities of peace. 


A Premature American Commitment 

In only two points do I find fault with the attitude of our Secre- 
tary of State, who it seems to me has otherwise admirably and 
courageously defined the limits of American concern with the Sino- 
Japanese situation. The first is his statement that the United 
States will not recognize any arrangements arrived at as a con- 
sequence of a breach of the Pact. A complete reservation of the 
American right to recognize or not to recognize such arrange- 
ments should, it seems to me, have been the limit of that declara- 
tion. The United States should always remain free to determine 
its attitude toward a de facto situation in accordance with all the 
circumstances and interests involved at any given time, present or 
future. The second fault which I have to find with the Secretary 
of State is the implication of his letter to Senator Borah that just 
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because the Nine-Power Treaty was entered into in plain view of 
China’s chaotic condition and in order to protect her integrity by 
abstaining from any interference with it during her efforts toward 
internal order, there could be no limit to the patience and self- 
restraint imposed upon an aggrieved neighbor, and no limit to the 
amount of injury to be suffered by that neighbor without retalia- 
tion. Mr. Stimson’s doctrine of indefinite patience is indefensible 
in principle, however open to examination may be Japan’s own 
construction of the amount and duration of her grievances. 


Adequacy of Peace Machinery 


A final word as to the adequacy of the machinery of peace. I 
am a firm believer in the Covenant of the League of Nations and 
the Pact of Paris as important steps toward the abolition of war. 
It would be fatuous to maintain or to expect that they would be 
adequate to meet every strain that could be put upon them. Expe- 
rience has shown that the heaviest strain is produced by a conflict 
in which one party is conscious of intolerable wrongs and injuries, 
while the other party is in such a continuing state of disorder that 
no authority competent or willing to discuss grievances or to 
enter into responsible undertakings can be found. The machinery 
of peace does not necessarily contemplate two equal parties; on the 
contrary, the defence of the weak against the strong is one of its 
main objects. On the other hand, it does contemplate two parties 
who can talk to each other and to other parties disposed to offer 
mediation, and who can say authoritatively what they will and 
what they will not, do. It is not enough that spokesmen should be 
found to give verbal assurances of what China, in the present 
instance, will do, or to declare that she will be amenable to all 
the obligations imposed by treaties and the law of nations. There 
must be reliable evidence that they speak with full competence 
and authority. Such evidence has been conspicuously wanting. 


Alternative Measures 
If the existing machinery of peace is inadequate, I do not see 
the slightest excuse for abandoning faith in it, but rather the 
strongest reasons for using it to the extent of its competence and 
for studying its defects with a view to remedying them. At the 
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moment I see only two alternatives: the first is cooperative inter- 
vention by foreign Powers, preferably through the League. But 
this might involve the use of an international force in place of a 
resort to force by the aggrieved party. World opinion has ob- 
viously not arrived at the point where it is ready to organize or 
use an international force. The second alternative would seem 
to be direct action by the aggrieved State, such action to be taken, 
not in complete disregard of the League or the treaties, but with 
due notice to the League and with accountability to it: in other 
words, a sort of mandate of the League, but a mandate sanctioning 
self-defense and the restoration of order in the region affected, 
with explicit disavowal of the intention to use the mandate as a 
pretext for territorial expansion or permanent violation of sover- 
eignty. The League itself should remain the judge as to the limits 
of such action and be a party to any permanent adjustment. 


Conclusion 

To sum up, the imperfections of China’s sovereignty are the 
fundamental cause of her difficulties with Japan, as with other 
countries. Japan’s handling of her grievances against China has 
been seriously compromised by the emergence of the military au- 
thority and by its rather typical disregard of the civil government 
and of international obligations when in conflict with its own view 
of military necessity. The attitude of the United States in limit- 
ing its concern to the protection of American nationals and interests 
has been wise, but the Department of State has gone too far in 
saying it would not recognize any arrangement arrived at through 
a breach of the Pact of Paris. <A reservation of the American 
position in this regard would have been sufficient. The Department 
also erred in implying that the Nine-Power Treaty engaged its 
signatories to an indefinite tolerance of the duration or amount of 
grievances occasioned by China’s lack of effective sovereignty. 
The existing machinery of peace seems inadequate to deal with a 
dispute between two Powers one of which is lacking in effective 
authority and responsibility. The alternatives must be either in- 
ternational intervention through the League or direct action by 
the aggrieved State but with notice to the League and account- 
ability to it. 
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THE UNITED STATES’ VIEW OF TRADE 
RELATIONS WITH JAPAN?’ 


By 


WALLACE M. ALEXANDER 


Chairman, Board of Directors, Alexander and Baldwin, Ltd. 
San Francisco 


“Now is the dawn of the Pacific era!” These pregnant words 
of President Roosevelt, spoken so many years ago, have been real- 
ized and today we stand in the full morning light of that brilliant 
prophecy. Our country faces both the Atlantic and the Pacific; 
and we on the Pacific Coast occupy the last great western frontier. 
By reason of our island possessions in the Far East and our ever- 
expanding trade with the Orient, whose rich natural resources and 
vast potential markets are as yet untouched and undeveloped, we 
are justified in our deep concern in the destiny of Asia. 

Your presence here as delegates to the nineteenth convention of 
the National Foreign Trade Council is sufficient indication of the 
very great interest which the development of our foreign trade 
holds for you all. Coming together on this occasion in Honolulu 
—strategic pivotal point in mid-Pacific—it is fitting that your at- 
tention should be focused sharply upon the expanding trade of 
the United States in this great Pacific area. Since all of you are 
aware of the close relation existing between our foreign trade 
and our domestic prosperity, it is appropriate at this time that you 
should discuss those aspects of our economic life most familiar to 
you and which at the same time must receive from statesmen and 
business leaders their serious consideration in the formulation of 
any proposals looking toward the solution of either national or 
international problems. 


The Open Mind a Necessity 


The ever-increasing and far-reaching applications of scientific 
discoveries and the development of combination and mass pro- 
? An address delivered before the Nineteenth Convention of the National ree 
¢e 


Trade Council at Honolulu on May 4, 1932. Reprinted by permission of t 
California Council on Oriental Relations. 
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duction which we have witnessed during the last fifty years, pene- 
trating as they do the whole structure of our social and economic 
life, have in innumerable ways profoundly altered our civilization 
and are largely responsible for the vast expansion of our world 
trade, a phenomenon which the majority of us are often prone to 
accept as a matter of course. The rapidly shifting continuity of 
the new and unpredictable situations presented by this swiftly 
changing world demands of all who would progress, whether in- 
dividuals or nations, a large measure of elasticity both in mind and 
in imagination. We must be prepared to adapt ourselves to these 
new situations as they arise, accepting new viewpoints and values 
and creating new policies and techniques in conformity with them. 
Thus, no matter what any of us may say today, no matter how 
pertinent and timely our statements may be, we can hardly hope, 
nor should we wish, that our present conclusions should be 
altogether true another year hence when we meet again. 

It is a difficulty common to us all that our attentions are primar- 
ily focused upon our individual affairs and the major portion of 
our efforts concentrated upon the solution of immediate personal 
problems. Yet all of us, as we proceed toward an understanding 
of those individual problems, must become increasingly aware of 
the fact that they are invariably and inseparably linked with prob- 
lems of much wider scope and more profound implications, demand- 
ing for their solution a broader perspective only to be gained from 
a truly international viewpoint. 


Our Asiatic Trade 


Our industries are producing commodities far in excess of the 
legitimate demands of our domestic markets. One outlet for this 
excess has been found in the Orient. In 1913 our entire Asiatic 
trade was only $125,000,000, while today it is over two billion, an 
expansion of over 1500 per cent in a little over fifteen years. Mil- 
lions of our neighbors across the Pacific through multiplying 
contacts with the Western world are becoming each year in ever- 
increasing numbers consumers of Western goods. In the com- 
paratively short space of time since the World War, our trade 
with China has doubled and our trade with Japan trebled. Cali- 
fornia’s trade alone with the Orient has increased over 300 per 


[ 28 ] 





—_— § SS FR WS Fe wow 


we fF 


289 


cent. If we follow the tremendous readjustments that have taken 
place in the field of foreign trade since the war, all the figures 
indicate clearly the decline of the predominance of the Atlantic 
and the rise of the Pacific. The center of the world’s trade is 
definitely shifting to this great Pacific Basin, a movement which 
is proceeding with an ever-increased acceleration. This shift is 
clearly indicated in the following figures. Imports from Europe 
into the United States in 1928-1929 showed an increase of 169 per 
cent over imports for 1910-1911. Exports from the United States 
to Europe during this same period increased 184.6 per cent. In 
strong contrast, imports from Asia during this time increased 
563 per cent and exports to Asia from the United States increased 
806 per cent. In large measure this tremendous growth was due 
to an increased consumption of food-stuffs in Asia. 


United States Trade with Japan 


Let us consider for a moment our trade with Japan as expressed 
in a few significant figures. Japan’s exports to the United States 
and her imports from the United States are greater than her ex- 
ports and imports to and from any other country. Our mutual 
trade is dominated in both directions almost exclusively by two 
single outstanding commodities, silk from Japan and cotton from 
the United States. Raw silk and silk products constitute approxi- 
mately 80 per cent of total imports into the United States from 
Japan, and raw cotton makes up about 40 per cent of total exports 
of the United States to Japan. These percentages are based on 
import and export values for the year 1930. Shipments of cotton 
during 1931 increased over 1930 from 889,000 bales of 500 pounds 
to 1,740,711 bales, but due to the low price of cotton in the United 
States, the dollar volume of exports of this commodity increased 
by only $13,670,000 or 20 per cent, in contrast with an increase of 
approximately 100 per cent in actual pounds of cotton exported. 

Absorbing as we do 35 to 45 per cent of Japan’s total exports, 
we have become her principal export market. Our exports to 
Japan in 1931 amounted to $155,668,045 compared with $164,570,403 
in 1930. Imports from Japan totaled $205,399,000 in 1931 as com- 
pared with $249,968,000 in 1930. Falling price levels in 1931 were 
responsible for this general drop in the value of all goods shipped 
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in that year, while the decreased consumption of luxury products 
and the increased competition of rayon versus silk in our country 
were also important contributing factors. In pursuing her policy 
of industrialization, it would thus appear that Japan is vastly more 
sensitive to changes in the United States tariff than she is to 
alterations in the tariff of any other single country. 

Permit me to name for you some of our principal exports to 
Japan ranged in order of their importance. These figures are 
based upon values and the percentages are, of course, only approxi- 
mate. In 1930, our exports in petroleum and petroleum products 
constituted 11 per cent of our total exports to Japan; iron and steel 
products 7 per cent; automobiles, motor trucks, auto parts, etc. 
4.8 per cent; lumber, logs, etc. 4.4 per cent; wheat and wheat prod- 
ucts 4.1 per cent; industrial machinery 4 per cent; fertilizers 2.7 
per cent; electrical machinery and apparatus 2 per cent; all other 
products 20 per cent. 

As we have already said, of our imports from Japan in 1930, 
silk and manufactured silk constituted 80 per cent. Following silk 
in importance come food products, including crab meat, tea, and 
dried beans, 4 per cent; then decorated china-ware 1 per cent, 
furs I per cent, and all other imports 14 per cent. 


Japan’s Commercial Position—General Conclusions 


It is impossible for me here in the short time at my disposal, to 
consider the various situations and the specific conditions which 
affect the trade relations of our two countries in the exchange of 
these commodities. Doubtless there are many experts at this 
meeting who are qualified to speak with more authority and in 
greater detail of these important matters. However, to the student 
of our mutual trade relations Japan’s commercial position leads one 
to draw certain general conclusions which are unavoidable. 

FIRST—With the question of immigration still unsolved, Japan 
must supply her steadily increasing population by expanding her 
imports of food-stuffs and at the same time by increasing her 
imports of many of the raw materials made imperative by her 
progressive industrialization. 

SECOND—To pay for these additional imports she must increase 
her exports and, under the pressure of international competition, 
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these exports must of necessity consist of commodities in the 
marketing of which she has some comparative advantage. 

THIRD—The exigencies of the situation presented by her ever- 
increasing population compel her to depend not so much upon 
the total value of her exports but rather upon the “value added 
by manufacture.” Consequently her success in marketing these 
commodities is contingent upon the willingness of foreign coun- 
tries to take products in an advanced stage of manufacture. It 
is this latter aspect of her commercial position considered in rela- 
tion to her trade with the United States which is causing her most 
serious concern. Considered roughly, her trade with the United 
States consists chiefly in a mutual exchange of raw materials—silk, 
rags, furs, and other items in return for cotton, wood, iron, sul- 
phate, pulp, petroleum, and leather received from us. While the 
major portion of Japan’s exports to the United States consists of 
duty-free raw materials, these duty-free materials are by no means 
all. 

Among Japan’s chief exports to the United States affected by 
the tariff of 1930, which increased the already existing duties, are 
camphor, earthenware, and glass ware, canned crab meat, silk 
weaving material, imitation pearl, material for hats, dolls and toys 
of celluloid, and tooth brushes. The duties on these articles range 
from 15 per cent to 110 per cent ad valorem. Imports into the 
United States from Japan in 1927 approximated $417,000,000 of 
which only about 5 per cent were subject to the increased tariff 
duties. Therefore these heavier duties imposed by the 1930 tariff 
act cannot be considered a serious blow to her export business with 
us. To Japan, however, the 1930 tariff appears significant because 
it seems to indicate a tendency on our part to levy duties on her 
manufactured goods and consequently to impede her industrial 
progress. 


The Japanese Tariff 


The basis of America’s tariff is determined largely by estimating 
the difference between costs of production at home and abroad. 
On the other hand, Japan’s tariff, which on many items exported 
by the United States is practically prohibitive, is designed to force 
the value of imports down to a point where they tend to meet the 
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value of her exports. If this were not done, the financial resources 
of Japan would be rapidly drained. As Japan’s exports, consisting 
principally of raw silk to the United States and manufactured cot- 
ton goods to non-manufacturing countries, increase, we may see 
the value of Japan’s imports mount and, following that, a reduc- 
tion of her tariff duties. The prevailing low position of the Japa- 
nese yen, however, coupled with her embargo on the export of 
gold, holds out little promise for an early reduction of the Japanese 
tariffs. 

Among American manufacturers there is no feeling of resent- 
ment against the Japanese tariff. On the contrary, the necessity 
for this tariff is understood and only deep sympathy is felt for 
Japan as she courageously struggles with her serious financial prob- 
lems. Everywhere the hope is expressed that she may soon effect 
a complete economic recovery and continue the course of her com- 
mercial development and expansion in the future as she has in the 
past. The range of goods exported by the United States which 
are affected by Japan’s 100 per cent luxury tariff schedule of 1924 
consists principally of manufactured commodities which, given 
tariff protection, may be profitably produced in the industries of 
Japan itself. Among the commodities affected by the Japanese 
luxury tariff are the following: leather products, soaps, textiles, 
jewelry and watches, photographic materials and equipment, includ- 
ing films, umbrellas, games and toys, and even such important 
food-stuffs as fresh, canned, preserved, and dried fruits and vege- 
tables, honey and cheese. 

In this connection it is important to remember that in the appli- 
cation of this luxury tariff the United States is not discriminated 
against, for it applies equally to identical commodities from all 
world sources. In those cases where Japan, by commercial treaty, 
has made concessions to other countries, as for example France 
and Italy, she has always accorded similar treatment to the United 


States. 


The Danger of Prohibitive Tariffs 


Commerce between the United States and Japan can prosper 
and develop fully only when the tariffs of both countries are liber- 
alized. The present free entry into Japan of raw cotton and the 
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corresponding free entry into this country of raw silk suggest the 
possibility of a freer exchange of goods in the future. 

It is clear to all of us that business is synonymous with trade, 
and it is almost a platitude to remark that we can only sell to those 
who can buy, and it is equally true that the prospective buyer of 
our commodities can only pay either in gold or in goods. In the 
present world situation we find gold concentrated in the hands of 
two countries, France and the United States. As a result of this 
concentration, the peoples of the Pacific area, in their trade with 
us, have no alternative but to pay in goods. 

That the normal and healthy exchange of commodities should 
proceed with as few obstacles as possible must be obvious to all. 
It should be equally apparent that indiscriminate and unconsidered 
tariff barriers present the most obtrusive obstacles which foreign 
trade has to surmount. Rapid transportation and communication 
are rapidly reducing old geographic boundaries to mere fictions. 
Though we live on the threshold of an era epitomized in the air- 
line express, yet the majority of us, shackled to the past, still think 
in terms of the horse-drawn truck and the romantic mail coach. 
Viewed in this light, a narrow isolationist policy, supported by the 
inevitable technique of excessively high protective tariffs, indis- 
criminately applied to a wide range of commodities, appears reac- 
tionary and outmoded, carrying over into the twentieth century 
nineteenth century policy and procedure. Such a policy, strangling 
as it does the mutual exchange of goods, produces consequences 
equally detrimental and damaging to both parties. 


Reciprocal Tariffs Represent the Square Deal 


However, the recognition of the deleterious effects of such ex- 
treme nationalism must not be construed as meaning an advocacy 
of free trade. We want neither free trade nor excessive protec- 
tive tariff walls. All thinking men devoted to the promotion of 
foreign trade should desire, advocate, and strive for a policy of 
RECIPROCAL TARIFFS worked out by competent authorities on com- 
mon-sense bases, informed by a comprehensive knowledge of the 
pertinent facts and supplemented by the fullest consideration of 
both the direct and indirect effects likely to result therefrom, to the 
end that foreign trade, assisted by such reciprocal tariffs, may be 
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stimulated to renewed activity and follow unhampered its normal 
course of healthy expansion. 

In brief, tariff reciprocity represents the square deal. In addi- 
tion, it expresses, if you like, an enlightened self-interest, since 
continuously mounting tariffs prove in practice to be boomerangs 
ruinous to the very people they were designed to assist. 


Asiatic Problems and United States Friendship 


All of us who seek to understand this great Pacific area and the 
Orient in particular realize how many profound problems exist— 
problems which spring on the one hand from the racial and cultural 
differences of the peoples concerned and, on the other, from varied 
and often conflicting national interests, both economic and political. 
The policy of the United States in its dealings with China and 
Japan presents a history of which none of us need feel ashamed. 
With one notable exception which later I shall indicate, our rela- 
tions with these two great nations have been marked by justice 
and tolerance and have been animated by an understanding sym- 
pathy for their justifiable economic, social, and political aims and 
aspirations and a true desire for the promotion of mutual under- 
standing and good will. 


The Open Door in the Orient 


The corner stones of our policy have been the maintenance of 
the “Open Door” and the territorial integrity of China. The “Open 
Door” policy may be summed up in the statement that it represents 
fair treatment and equality of opportunity for all concerned. 

The first treaty with China was signed in 1844. In 1848 the an- 
nexation of California established our flag on the Pacific and at 
once plans were discussed for the establishment of trade by steam- 
ship between the great port of San Francisco and the Orient. In 
1854 Commodore Perry signed the memorable treaty which estab- 
lished our trade with Japan. The acquisition of the Philippines in 
1898 following the war with Spain placed us securely on the thresh- 
old of the Orient. These island possessions in the Far East 
brought with them new responsibilities and immeasurably quickened 
our interest in the future of Asia. In the next year, 1899, John 
Hay, then Secretary of State, addressed his historic notes to the 


[ 34] 





295 


Great Powers formulating our policy in these words: “To insure 
to the commerce and industry of the United States and all other 
nations perfect equality of treatment within the limits of the Chi- 
nese Empire,” and in addition, “to remove possible causes of inter- 
national irritation and reéstablish confidence, so essential to 
commerce.” 

This policy was intended to curb and regulate the activities of 
the Powers in their spheres of influence, to avoid conflicts between 
the varied interests involved, and to make impossible the partition 
of China. In addition, it was intended to foster and encourage 
American trade with the Orient, unhampered by selfish national 
interests. This policy was reiterated again by Hay after the Boxer 
Rebellion and by 1904 all the Great Powers had announced their 
acceptance of the principle. We not only initiated the “Open 
Door” policy, but we have ever since been its sponsor, protesting 
vigorously on all occasions when others seemed to be attempting 
to negate it. 


Japan and the Open Door in Manchuria 


The treaty of Portsmouth in 1905 committed both Russia and 
Japan to the principle, Japan declaring herself for the “Independ- 
ence and integrity of the Chinese Empire and the principle of 
equal opportunities for the commerce and industries of all nations 
in China.” A final official acceptance and confirmation of the 
policy was given in the Open Door treaty, signed during the now 
famous Washington conference of 1922. We should take particu- 
lar note of the fact that Japan has through her authorized repre- 
sentatives, not once but several times within the last few months, 
reiterated her position in Manchuria, openly declaring herself the 
champion of equal opportunity and the open door for all nations. 
First on October 13 last, at Geneva; second on December 28, 1931, 
through Prime Minister Inukai, who in addition, on behalf of his 
country, cordially invited participation and cooperation in Man- 
churian enterprise; third on January 16, 1932, in her official reply 
to our query in regard to the completion of the Japanese occupa- 
tion. Now since these pledges stand in strong contrast to the cur- 
rent popular impressions created by recent events, it may be well 
worth while for us to examine briefly just what the “Open Door” 
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actually means in concrete terms to some of the great nations of 
the world and in particular to the United States. 


The Economic Development of Manchuria 


What is the history of the economic development of Manchuria, 
this rich area which is now playing such an important rdéle on the 
world stage and what are the important facts in the growth of its 
foreign trade? The treaty of Portsmouth, largely due to the wis- 
dom and conciliatory policy of President Roosevelt, closed the 
Russo-Japanese War and gave birth to a new epoch in Manchuria 
both political and economic. Prior to this treaty, only one port in 
Manchuria had been open to commerce with the outside world, 
Newchwang, almost every inland city being closed to foreign trade. 
After the war there were three major developments which con- 
tributed chiefly to the expansion of the Manchurian trade. First 
and most important was the opening as a free port in 1906 of 
Dairen in the Japanese Leased Territory at the southern point of 
the Liaotung peninsula. Into the improvement and development 
of this free port which is today second only to Shanghai, the Japa- 
nese-owned South Manchurian Railway Company has invested 
approximately 60 million yen. The second significant development 
was the opening of the inland cities of Manchuria to international 
trade; Antung in 1907 and nine other cities, including Harbin, 
Mukden, Manchouli, and Aigun in 1911. The third is the South 
Manchurian Railroad which, perfected by the Japanese, for the 
first time provided South Manchuria with a highly efficient system 
of transportation. This, together with the Chinese Eastern Rail- 
way in the North, created satisfactory facilities for channelizing 
the trade of the whole area. 


Manchuria’s Trade—Some Statistics 


Since 1907, the year in which the Japanese took over the man- 
agement of the South Manchurian railroad, the growth of Man- 
churian trade has been phenomenal in its extent and rapidity. In 
1907 the trade of Manchuria, estimated at 52 million Haikwan 
Taels, was less than 10 per cent of the total trade of China; by 
1929 it constituted 21 per cent of the total trade of China and was 
estimated at 755 million Haikwan Taels or an expansion of 1500 
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per cent in 22 years. In viewing this extraordinary growth we 
should note that from 1920 to 1929 the excess exports over im- 
ports averaged about 80 million Haikwan Taels per annum. The 
following table shows in comparative form the general trade posi- 
tion of the principal countries concerned at the end of 1929. These 
are the latest figures available. The values given in these tables 
are in old customs Haikwan Taels worth about $.60. In 1930, 
owing to the drop in silver, customs dues began to be collected in 


gold units equal in value of $.40. 


Manchurian Trade 


Countries Imports from Exports to Total 

Japan 138,750,000 168,858,000 307,608,000 
Soviet Union 15,747,000 40,282,000 56,030,000 
Great Britain 12,483,000 22,377,000 34,861,000 
U. S. A. 25,922,000 12,167,000 38,089,000 


Manchuria’s Undeveloped Resources 

The vast extent of the undeveloped resources of Manchuria is so 
well known that it is needless to go into them here. The three 
Eastern Provinces, Liaoning, Kirin, and Heilungkiang, together 
commonly known as Manchuria, contain about 390,000 square 
miles, which is about the size of France and Germany combined. 
It lies within a great circle of mountains and is practically flat. 
The cultivable area, for the most part extremely fertile virgin soil, 
is estimated at more than 55 million acres or 23 per cent of the 
area. Of this cultivable area only about 28 million acres are now 
under cultivation. The chief agricultural product is the Soya bean. 
In 1929 Manchuria produced an aggregate of 222 million bushels 
or 63 per cent of the entire world production. The forest area of 
Manchuria has been estimated at 90 million acres, with standing 
timber estimated at 150 billion cubic feet. These forests contain 
over three hundred different species of trees, many of them valua- 
ble, particularly the giant Korean pine. The total population of 
Manchuria in 1929 was 30 million, of which 97 per cent are Chinese 
from China proper, the original Manchu inhabitants constituting 
only 3 per cent of this number. The number of Japanese is 
estimated at 250,000. Of the estimated 15 million inhabitants 
engaged in agriculture, only about 15,000 are Japanese. 


[37] 








298 


Manchuria’s Industries—Some Statistics 
Covering Manchuria’s most conspicuous industries, I offer for 
your consideration some comparative tables covering exports and 
imports to and from four principal countries. These are taken 
from the Manchurian Year Book of 1931 and cover the trade for 
1929, the latest figures given. 


Manchuria’s Exports to 


(In Haikwan Taels) Great Britain U.S.A. Germany Russia 
Soya Beans 17,511,000 68,000 235,000 25,070,000 
Other Beans 341,000 38,000 27,000 481,000 
Silk Products S000 8 saese , .sicsee |. |r 
Chemical Products WE cece =, | ae I5 


Manchuria’s Imports from 
Great Britain U.S.A. Germany Russia 


*Cotton piece-goods 1,018,000 800,000 77,000 1,717,000 
Woolens—mixed 2,314,000 18,000 1,603,000 15,000 
*Miscellaneous piece-goods 264,000 20,000 148,000 108,000 
Chemicals and medicines 1,706,000 59,000 250,000 234,000 
Dyes and colours 1,877,000 51,000 192,000 149,000 


*Nore: A well informed though unsubstantiated rumor explains Russia’s advance 
in this field on the ground that Russia has largely increased the sale of piece goods 
recently by inducing certain British firms to sell these commodities for her at 
prices with which not even the Japanese can compete. In compensation, Russia 
has granted to the British firms mentioned the right to obtain certain otherwise 
unobtainable products from Mongolia, which is, as everyone knows, virtually a 
Russian province. 


Manchuria’s Exports to 


Great Britain U.S.A. Germany Russia 
Bristles 237,000 321,000 S8og0  <iiees 
Hair and feathers 103,000 246,000 06 eee 
Leather and hides 675,000 1,754,000 41,000 50,000 


Manchuria’s Imports from 


Great Britain U.S.A. Germany Russia 

Silk piece-goods So. aweewe 97,000 7,000 
Iron and steel 812,000 842,000 343,000 2,786,000 
Machinery 1,026,000 1,723,000 1,584,000 857,000 
Vehicles 235,000 3,580,000 381,000 388,000 
*Railway material 27,000 696,000 15,000 264,000 
*Electrical material 50,000 373,000 228,000 351,000 
*Note: The Far East is turning increasingly toward electricity as a source of 
power. Leaving out of account the two exclusively Russian and Japanese lines 


and the Pekin-Mukden line, there are in Manchuria some 1300 miles of railways 
which are bound to see great developments in coming years. It seems clear that 
Japan will not be capable of supplying all their needs. 
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Because of the two important companies, the Indo-China and 
the British China Coast, Great Britain, with the exception of 
Japan, leads the world in the shipping of the Port of Dairen. 
There is, however, a growing tendency on the part of long distance 
ships of other nations to call at Dairen. These great vessels always 
impress the Chinese shippers and we may see other nations press- 
ing Great Britain for this supremacy. 

The recent disturbances in Manchuria and Shanghai have once 
again focused public attention upon the unfortunate situation con- 
fronting our neighbors across the Pacific. At this conference, 
devoted primarily to considerations arising from our common in- 
terests in foreign trade, it would be inappropriate for any of us 
to align ourselves with either of the parties to this regrettable 
controversy, and I wish here to touch upon only those aspects of 
this misunderstanding which affect Oriental commerce and trade. 
We regard both Japan and China as our friends and valuing that 
friendship as we do it is our sincere and whole-hearted desire that 
they may reach an early and amicable settlement of the differences 
and misunderstandings which have precipitated this unfortunate 
clash. 


The Chinese Boycott of Japanese Goods 


In attempting to settle disputes with Japan, China has found in 
the boycott her most effective weapon. It should be understood 
that in the last five years, the successive boycotts against Japanese 
goods have gone far beyond the mere refusal to buy such goods. 
On the contrary they have been instituted and reinforced by 
powerful agencies which have exercised the police powers of a 
government but which have not been controlled by the Chinese gov- 
ernmental authorities. Any attempt to estimate the effectiveness 
of the Chinese boycott of Japanese goods which in certain regions 
has been increasing in intensity since last September, is complicated 
by other factors such as the general depression of trade through- 
out the world and Great Britain’s departure from the gold standard 
in September 1931. The total decrease in exports to outside coun- 
tries from Japan (excluding Hongkong and Kwantung) in 1931 
over the preceding year was 22 per cent and the decrease in Japa- 
nese exports to China during the same period was 40 per cent. 
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From this it may be estimated that Japan’s export trade with China 
decreased approximately 18 per cent in the year 1931 as compared 
to the preceding year. Comparing the months September to 
December 1931, when the Manchurian trouble developed, with the 
corresponding period in 1930, Japan’s exports to China (excluding 
Hongkong and Kwantung) fell off 65 per cent during the last four 
months of 1931 as compared with the same period in 1930 and 
68 per cent in January 1932 as compared to January 1931. The 
boycott movement measured by percentage decrease in purchase of 
Japanese goods has been most effective in South China followed in 
turn by Central China, Hongkong, and North China. 


The Effect of the Boycott on Shipping 


Of the shipping along China’s coast and inland waterways, Japan 
in 1929 controlled over 27 per cent. This has been seriously af- 
fected by the boycott, one important Japanese company operating 
on the Yangtze being forced to lay up its ships and other Japanese 
shipping firms suffering severe losses. Japanese newspapers report 
that as early as October, cargo work on Japanese ships had become 
impossible at Canton, ships’ crews having to unload freight. 
Japan’s share of the carrying trade to and from China has also 
been seriously affected and in several cases virtually eliminated. 
The American Commercial Attaché in Shanghai reported in Janu- 
ary that during the last three months of 1931 “Importers bringing 
in cargo on indent for Chinese, requested their representatives in 
foreign countries not to ship by Japanese ships, owing to the fact 
that the Chinese would refuse to take delivery. In the same way, 
export cargo in those cases where Chinese middle-men had any 
connection therewith was shipped through other lines.” 

Japanese trading firms in China have found it almost impossible 
to conduct business: Chinese compradores have in most cases left 
their employ, Japanese banks have been widely boycotted, and small 
Japanese industrial and business units in China have been 
completely snuffed out. 


The Gold Standard and International Trade 


The question pressing us at the moment is what is to be done in 
the peculiar emergency growing out of the abandonment of the 
gold standard by our principal competitors in international trade? 
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Great Britain’s exchange is down to $3.40; Canada’s is off 17% 
per cent; Japanese yen are quoted at $.32 as against par of about 
$.50. 

The temporary effect produced by the lowering of the value of 
the currency of any country is to lower correspondingly its costs of 
production, and as a consequence to give it an advantage in the 
marketing of its exports. However, this depreciation of the cur- 
rency also results in a decrease of purchasing power, thereby 
causing a reduction of our exports to the country under considera- 
tion. When sold in Japan, our goods which are produced on a 
basis of costs estimated in gold dollars, naturally demand more yen 
for their purchase. Obviously this increases the prices of these 
commodities in the same way that an additional tariff might raise 
them. In most respects, however, these effects are only temporary 
and eventually, if the value of the money remains down, wages and 
prices rise correspondingly; thus the situation becomes just what 
it was originally, the only difference consisting in the number of 
units that must now be counted. We see, therefore, that the advan- 
tages and disadvantages of deflation last only through the period 
of readjustment. There is one permanent advantage which may 
result from such deflation, though its value in the long run may 
well be doubted. If the money unit of any country becomes sta- 
bilized at a lower level, an internal public debt as for example, a 
million yen, payable in yen, is still payable in the same million yen, 
even though these same yen now have less actual purchasing value. 
Germany abolished her internal public debt in this way and a num- 
ber of the other European countries greatly reduced their debts by 
a similar procedure. Otherwise the commercial effect of a change 
of standard disappears as soon as prices and wages have readjusted 
themselves in terms of the new values. 

It seems clear that America should not yield to the temptation 
to depart from the gold standard in order to meet this temporary 
competition and it is not at all likely that our Government will 
seriously consider such a step. 


Good Will Essential—An Error to Correct 


And now let us return to our own country and consider what 
we may do in preparation for the part which we should play in 
this great arena of world affairs. We should strive sincerely to 
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remove all causes of friction and misunderstanding which now 
exist between ourselves and the peoples of the Orient, looking 
toward the establishment in the future of a greater measure of 
mutual confidence and good will. A tangible gesture in this direc- 
tion was pointed out to you most cogently a year ago by Governor 
Wallace R. Farrington, who said to you in part: 

“We have an error on our own account to correct. . . . Under 
present day immigration conditions the exclusion law as applied 
to people of the Orient is a wholly unnecessary affront to peoples 
whose good will and whose respect we are ambitious to enjoy. 
Time and events have brought us to a scientific method of immigra- 
tion control. We have the quota law for all nations outside the 
Orient. There is every reason why our country should apply this 
law to the peoples of all nations outside our immediate neighbors 
of the North American continent.” 

Good will is contingent upon a nice consideration of such things 
as pride, national honor, and the like, and the careful adjustment 
of our international relations in conformity with a spirit of justice 
and fair play. All things being equal, price and quality acceptable, 
business goes to our friends. And therefore, in view of this, it is 
fitting that we consider the situation which has arisen in the Far 
East, as a result of the United States Immigration Act of 1924, 
and the consequence of that act as it affects our relations with the 
Orient. 


Regulation of Oriental Immigration Prior to 1924 


Oriental immigration prior to 1924 was regulated in the follow- 
ing ways: by the Chinese Exclusion Act of 1882, all Chinese immi- 
grant labor was barred from entrance into the United States; by 
the Asiatic Barred Zone provision of the 1917 law, all Hindus and 
other Asiatics were similarly barred; up to 1924, immigration from 
Japan was regulated by President Roosevelt’s “Gentlemen’s Agree- 
ment,” entered into by Roosevelt and the Japanese Government in 
1908. 


The 1924 Immigration Law Was Discriminatory 


At the time the 1924 law was under consideration, the just and 
logical procedure would have been to place Japan and other 
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Oriental countries on a quota basis. This, however, was not done, 
but instead a clause was introduced into the law which debarred, 
with minor exceptions, all aliens ineligible to citizenship. Both 
Secretary of State Hughes and President Coolidge, as well as 
numerous others in high positions, protested vigorously against 
this unjust discrimination against our most powerful neighbor in 
the Orient. In view of our past friendly relations, this act on our 
part seemed to the Japanese incomprehensible. It was a blow to 
their pride, a slap in the face, since it implied that they had not 
lived up to the Gentlemen’s Agreement and, in addition, that they 
were not on an equality with European nations. 


Quota for Japan and China—185 Japanese, 105 Chinese 
per Annum 


Now if Japan, China and other Asiatic countries were placed 
upon a quota basis, what would be the result? Placed under the 
operation of the quota law, Japan would have a quota of 185 per 
annum and China a quota of 105 per annum. Let me emphasize 
to you that the granting of quotas to Japan, China, and other 
Asiatic countries will not in any way affect such questions as our 
Alien Land Law or citizenship through naturalization; that it is 
in no way concerned with one’s personal opinions regarding stand- 
ards of living, birth rate, or assimilability of the Japanese or other 
Orientals already in the State. It is of the greatest importance 
that these facts be kept in mind, as the quota question has often 
been badly confused through the introduction and subsequent dis- 
cussion of these extraneous and irrelevant considerations. 

Moreover, it must be kept in mind that these quotas, 185 for 
Japan, 105 for China, and a minimum quota of 100 for British 
India and other small Asiatic States, would in actual practice be 
to a very large extent filled by Occidental nationals who stand in 
a preferential position. From this it is apparent that the numbers 
involved are negligible, and I stress it here only because many 
people have been misinformed in this matter and have come to 
believe that the granting of quotas to Japan and China would open 
the doors to a large and very dangerous influx of Orientals. As 
you readily see this is not the case. Looked at in any unprejudiced 
way the quota system applied to the countries of Asia would 
constitute in actual practice rigid exclusion. 
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Good Will Essential in a Broader Sense 


To return now to the broader aspects of our relations with the 
Far East, the attitude of our government, its authorized and official 
acts, and above all, the extent to which it assumes a spirit of 
friendship and cooperation will play a part, the importance of 
which cannot be overestimated, in assisting China to achieve the 
political, social, and economic reconstruction and stability so im- 
perative to the expansion of international trade. I am sure you 
will all agree with me when I say that the first and most important 
step in this direction is the creation of good will. We as business 
men, in these days when the question of the distribution of our 
products is uppermost in the minds of all of us, know well how 
important a favorable “psychology” may become and how im- 
mensely valuable a friendly attitude of mind towards us may prove 
to be in the marketing of our commodities. Mr. Owen D. Young 
in his magnificent speech delivered before the Convention of the 
National Light Association held in San Francisco in 1930 took 
occasion to stress this very point in memorable words which should 
command our serious attention. He said: 

“One cultivates his potential buyers. He does not rebuff them. 
He seeks their friendship and their good will. If they need credit 
he extends it. If they have goods which he can take in exchange 
without curtailing the business of his own country, he makes it a 
point to take them. Is that the attitude of America today toward 
her potential customers? Are we creating good will or bad will in 
the countries where they live? Are we interesting ourselves in 
their welfare? Are we concerned about their living standards? 
Are we extending them credits through our financial machinery? 
Are we cooperating with them politically in order that they may 
improve their conditions? Are we making friends, and so creating 
an attitude of mind, a spirit of relationship which will convert 
potential customers into actual ones? I venture the prediction 
that we must do so if we are to conserve our own economic struc- 
ture, not as a matter of charity, but of self-interest. The people 
of America, and particularly the farmers with their agricultural 
surplus and the wage earners with unemployment, must learn that 
the solution of their problem lies, not in a narrow isolation of 
America from the rest of the world, not in an insulation of our 
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economic structure, but in the broadening of our interest, the 
extension of our aid, the development of our credit machinery, 
the improvement of the economic conditions of other folks in order 
that they may buy what we so badly need to sell.” 


Our Great Need Is Competent Leadership 


To bring about this attitude on the part of our government, and 
to educate public opinion to substantiate such an approach, we have 
urgent need of courageous, competent leadership, far-sighted, wise 
and informed; leadership which is free from the desire to promote 
the narrow aspirations of any selfish interest whatsoever; leader- 
ship at once internationally minded and animated by a determina- 
tion to seek international good will and understanding as the only 
sound basis for the progressive development of trade relations 
in the Pacific. 


Conclusion 


Here our opportunity lies: leaders may in this great Pacific 
Basin devise new ways and means, set forth new policies. We still 
inevitably drag with us the policy and approach of the Atlantic 
coast and the European trade. Yet each year in the future will see 
the trade of the Pacific growing in comparison with that of the 
Atlantic and in a briefer time than any of us realize, the Pacific 
trade will surpass that of the Atlantic, not only comparatively but 
actually. How successfully that trade is to be conducted will 
depend upon the wisdom of our leaders and the breadth of their 
vision; their ability to see beyond the immediate present, and their 
individual problems; upon the policies which they adopt; and upon 
the liberal-progressive quality of their approach to the great prob- 
lems of the Pacific which face us all. 








3° 0 


A TREATY BETWEEN THE UNITED STATES OF 
AMERICA, BELGIUM, THE BRITISH EMPIRE, 
CHINA, FRANCE, ITALY, JAPAN 
THE NETHERLANDS AND PORTUGAL, RELATING 
TO PRINCIPLES AND POLICIES TO BE FOLLOWED 
IN MATTERS CONCERNING CHINA 
(Reprinted from Senate Document No. 126.) 

The United States of America, Belgium, the British Empire, 
China, France, Italy, Japan, the Netherlands and Portugal: 

Desiring to adopt a policy designed to stabilize conditions in the 
Far East, to safeguard the rights and interests of China, and to 
promote intercourse between China and the other Powers upon the 
basis of equality of opportunity; 

Have resolved to conclude a treaty for that purpose and to that 
end have appointed as their respective Plenipotentiaries; 

The President of the United States of America: 

Charles Evans Hughes, 

Henry Cabot Lodge, 

Oscar W. Underwood, 

Elihu Root, citizens of the United States. 

His Majesty the King of the Belgians: 

Baron de Cartier de Marchienne, Commander of the Order 
of Leopold and of the Order of the Crown, His Ambassador 
Extraordinary and Plenipotentiary at Washington; 

His Majesty the King of the United Kingdom of Great Britain 
and Ireland and of the British Dominions beyond the Seas, Em- 
peror of India: 

The Right Honourable Arthur James Balfour, O. M., M. P., 
Lord President of His Privy Council; 

The Right Honourable Baron Lee of Fareham, G. B. E,, 
K. C. B., First Lord of His Admiralty; 

The Right Honourable Sir Auckland Campbell Geddes, 
K. C. B., His Ambassador Extraordinary and Plenipotentiary 
to the United States of America; 

and 
for the Dominion of Canada: 
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The Right Honourable Sir Robert Laird Borden, G. C. M. G., 

m= t.: 
for the Commonwealth of Australia: 

Senator, the Right Honourable George Foster Pearce, 
Minister for Home and Territories; 

for the Dominion of New Zealand: 

The Honourable Sir John William Salmond, K. C., Judge of 
the Supreme Court of New Zealand; 

for the Union of South Africa: 

The Right Honourable Arthur James Balfour, O. M., M. P.; 

for India: 

The Right Honourable Valingman Sankaranarayana Srinivasa 
Sastri, Member of the Indian Council of State; 

The President of the Republic of China: 

Mr. Sao-Ke Alfred Sze, Envoy Extraordinary and Minister 
Plenipotentiary at Washington; 

Mr. V. K. Wellington Koo, Envoy Extraordinary and Minister 
Plenipotentiary at London; 

Mr. Chung-Hui Wang, former Minister of Justice; 

The President of the French Republic: 

Mr. Albert Sarraut, Deputy, Minister of the Colonies; 

Mr. Jules J. Jusserand, Ambassador Extraordinary and Pleni- 
potentiary to the United States of America, Grand Cross of 
the National Order of the Legion of Honour; 

His Majesty the King of Italy: 

The Honourable Carlo Schanzer, Senator of the Kingdom; 

The Honourable Vittorio Rolandi Ricci, Senator of the King- 
dom, His Ambassador Extraordinary and Plenipotentiary at 
Washington ; 

The Honourable Luigi Albertini, Senator of the Kingdom; 

His Majesty the Emperor of Japan: 

Baron Tomosaburo Kato, Minister for the Navy, Junii, a 
member of the First Class of the Imperial Order of the 
Grand Cordon of the Rising Sun with the Paulownia 
Flower ; 

Baron Kijuro Shidehara, His Ambassador Extraordinary and 
Plenipotentiary at Washington, Joshii, a member of the 
First Class of the Imperial Order of the Rising Sun; 


[ 47] 








308 


Mr. Masanao Hanihara, Vice Minister for Foreign Affairs, 
Jushii, a member of the Second Class of the Imperial Order 
of the Rising Sun; 

Her Majesty the Queen of The Netherlands: 

Jonkheer Frans Beelaerts van Blokland, Her Envoy Extra- 
ordinary and Minister Plenipotentiary; 

Jonkheer Willem Hendrik de Beaufort, Minister Plenipoten- 
tiary, Chargé d’Affaires at Washington; 

The President of the Portuguese Republic: 

Mr. José Francisco de Horta Machado da Franca, Viscount 
d’Alte, Envoy Extraordinary and Minister Plenipotentiary 
at Washington; 

Mr. Ernesto Julio de Carvalho e Vasconcellos, Captain of the 
Portuguese Navy, Technical Director of the Colonial Office; 

Who, having communicated to each other their full powers, 
found to be in good and due form, have agreed as follows: 


ARTICLE I 

The Contracting Powers, other than China, agree: 

(1) To respect the sovereignty, the independence, and the terri- 
torial and administrative integrity of China; 

2) To provide the fullest and most unembarrassed opportunity 
to China to develop and maintain for herself an effective and stable 
government; 

(3) To use their influence for the purpose of effectually estab- 
lishing and maintaining the principle of equal opportunity for the 
commerce and industry of all nations throughout the territory of 
China; 

(4) To refrain from taking advantage of conditions in China in 
order to seek special rights or privileges which would abridge the 
rights of subjects or citizens of friendly States, and from counte- 
nancing action inimical to the security of such States. 


Articie IT 
The Contracting Powers agree not to enter into any treaty, 
agreement, arrangement, or understanding, either with one an- 
other, or, individually or collectively, with any Power or Powers, 
which would infringe or impair the principles stated in Article L 
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ARTICLE III 


With a view to applying more effectually the principles of the 
Open Door or equality of opportunity in China for the trade and 
industry of all nations, the Contracting Powers, other than China, 
agree they will not seek, nor support their respective nationals in 
seeking : 

(a) Any arrangement which might purport to establish in favor 
of their interests any general superiority of rights with respect to 
commercial or economic development in any designated region of 
China; 

(b) Any such monopoly or preference as would deprive the 
nationals of any other Power of the right of undertaking any 
legitimate trade or industry in China, or of participating with the 
Chinese Government, or with any local authority, in any category 
of public enterprise, or which by reason of its scope, duration or 
geographical extent is calculated to frustrate the practical applica- 
tion of the principle of equal opportunity. 

It is understood that the foregoing stipulations of this Article 
are not to be so construed as to prohibit the acquisition of such 
properties or rights as may be necessary to the conduct of a partic- 
ular commercial, industrial, or financial undertaking or to the 
encouragment of invention and research. 

China undertakes to be guided by the principles stated in the 
foregoing stipulations of this Article in dealing with applications 
for economic rights and privileges from Governments and nationals 
of all foreign countries, whether parties to the present Treaty or 
not. 

ARTICLE IV 

The Contracting Powers agree not to support any agreements by 
their respective nationals with each other designed to create 
Spheres of Influence or to provide for the enjoyment of mutually 
exclusive opportunities in designated parts of Chinese territory. 


ARTICLE V 
China agrees that, throughout the whole of the railways in 
China, she will not exercise or permit unfair discrimination of 
any kind. In particular there shall be no discrimination whatever, 
direct or indirect, in respect of charges or of facilities on the 
ground of the nationality of passengers or the countries from 


[ 49] 








310 


which or to which they are proceeding, or the origin or ownership 
of goods or the country from which or to which they are con- 
signed, or the nationality or ownership of the ship or other means 
of conveying such passengers or goods before or after their trans- 
port on the Chinese railways. 

The Contracting Powers, other than China, assume a correspond- 
ing obligation in respect of any of the aforesaid railways over 
which they or their nationals are in a position to exercise any 
control in virtue of any concession, special agreement or otherwise. 


ARTICLE VI 


The Contracting Powers, other than China, agree fully to respect 
China’s rights as a neutral in time of war to which China is not 
a party; and China declares that when she is a neutral she will 
observe the obligations of neutrality. 


ArTICLE VII 


The Contracting Powers agree that, whenever a situation arises 
which in the opinion of any one of them involves the application 
of the stipulations of the present Treaty, and renders desirable 
discussion of such application, there shall be full and frank 
communication between the Contracting Powers concerned. 


ArtTic.Le VIII 


Powers not signatory to the present Treaty, which have Govern- 
ments recognized by the Signatory Powers and which have treaty 
relations with China, shall be invited to adhere to the present 
Treaty. To this end the Government of the United States will 
make the necessary communications to non-Signatory Powers and 
will inform the Contracting Powers of the replies received. Ad- 
herence by any Power shall become effective on receipt of notice 
thereof by the Government of the United States. 


ARTICLE IX 
The present Treaty shall be ratified by the Contracting Powers 
in accordance with their respective constitutional methods and 
shall take effect on the date of the deposit of all the ratifications, 
which shall take place at Washington as soon as possible. The 
Government of the United States will transmit to the other Con- 
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tracting Powers a certified copy of the procés-verbal of the deposit 
of ratifications. 

The present Treaty, of which the English and French texts are 
both authentic, shall remain deposited in the archives of the 
Government of the United States, and duly certified copies thereof 
shall be transmitted by that Government to the other Contracting 
Powers. 

In faith whereof the above-named Plenipotentiaries have signed 
the present Treaty. 

Done at the City of Washington, the sixth day of February, one 
thousand nine hundred and twenty-two. 


CHARLES EvAns HuGHES it. &] 
Henry Cazot Lopce [L. s.] 
Oscar W. UNDERWOOD [L. s.] 
E.tnu Root [L. s.] 
BARON DE CARTIER DE MARCHIENNE [L. s.] 
ARTHUR JAMES BALFOUR [L. s.] 
LEE OF FAREHAM [L. s.] 
A. C. GEDDES [L. s.] 
R. L. Borpen [L. s.] 
G. F. PEARCE [L. s.] 
Joun W. SALMOND [L. s.] 
ARTHUR JAMES BALFOUR [u. s.] 
V. S. Srinivasa SASTRI [u. s.] 

[u. s.] Sao-Ke ALFRED SZE 

[L. s.] V. K. WELLINGTON Koo 

[L. s.] Caunc-Hur WANG 

[L. s.] A. SARRAUT 

[L. s.] JUSSERAND 

[L. s.] CarLo SCHANZER 

[L. s.] V. Roranpr Ricc1 

[L. s.] Luter ALBERTINI 
T. Kato | 
K. SHIDEHARA [L. s.] 
M. HANIHARA [L. s.] 
BEELAERTS VAN BLOKLAND [L. s.] 
W. DE BEAUFORT [L. s.] 
ALTE [L. s.] 
ERNESTO DE VASCONCELLOS as 
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LIST OF PUBLICATIONS 


International Conciliation appeared under the imprint of the Ameri- 
can Association for International Conciliation, No. 1, April, 1907 to 
No. 199, June, 1924. These documents present the views of distin- 
guished leaders of opinion of many countries on vital international 
problems and reproduce the texts of official treaties, diplomatic corre- 
spondence and draft plans for international projects such as the Perma- 
nent Court of International Justice. The most recent publications are 
listed below. A complete list will be sent upon application to Inter- 
national Conciliation, 405 West 117th Street, New York City. 

270. Europe as I See It Today, by William Martin of the Journal de 

Genéve. Translated from the French. 

May, 1931. 

Studies in World Economy. No. 1v. International Competition in 
the Trade of Argentina, by Roswell C. McCrea, Thurman W. 
Van Metre, and George Jackson Eder. 

June, 1931. 

1AL BULLETIN. Inauguration of the Institute of German Studies 
at the University of Paris: Addresses of M. Raymond Poincaré 
and M. Henri Lichtenberger. Translated from Revue Inter- 
nationale de l’Enseignement, April 15, 1931. 

June, 1931. Out of Print. 

Changes in the Legal Structure of the British Commonwealth of 
Nations, by Robert A. MacKay, Eric Dennis Memorial Professor 
of Government, Dalhousie University. 

September, 1931. 

The United States and the Permanent Court of International 
Justice: The Acceptance of the Senate Reservations, by Philip 
C. Jessup; The Documentary Record of the Negotiations for 
the Accession of the United States to the Court. 

October, 1931. 

The Cooperation of the United States with the League of Nations, 
and with the International Labour Organization, by Ursula P. 
Hubbard, Member of the Staff of the Division of Intercourse and 
Education of the Carnegie Endowment. 

November, 1931. 

Text of the Draft Convention for the Disarmament Conference. 
Reprinted from League of Nations Document C. 687. M. 288. 
1930, IX. [C.P.D. 292 (2).] 

December, 1931. 

IAL BuLietin. Proceedings of Public Mass Meetings, in New 
York City and Washington, D. C., Armistice Day, November 11, 
1931, to Prepare for the Disarmament Conference to Be Held 
in Geneva, February, 1932. 

December, 1931. 

What Follows the Pact of Paris? By John B. Whitton, Associate 
Professor of International Law, Princeton University. 

January, 1932. 

Judicial World Organization: A Way of Escape from War, by 
Raymond B. Fosdick; The World Court Settles the Question, by 
John W. Davis. 

February, 1932. 

International Commissions of Inquiry and Conciliation, by Nor- 
man L. Hill, Associate Professor of Political Science, University 
of Nebraska. 

March, 1932. 

The Present Economic State of Germany. Some Conclusions of a 
Study Completed under the Auspices of the German Research 
Union, by Professors Erwin von Beckerath, M. J. Bonn, Karl 
Diehl, Walther Lotz, Max Sering and Kurt Wiedenfeld. 

\pril, 1932. 

Efforts toward Credit Stabilization in Germany. Texts of the 
| e Standstill Agreement of August 18, 1931; of the Berlin 
Standstill Agreement of January 23, 1932; and of the Report 
of the Special Advisory Committee, Issued at Basle on Decem 
ber 23, 1931. 

May, 1932. 

Present Problems of the Orient: The United States and the Situa- 
tion in the Far East, by Jerome D. Greene; The United States 
View of Trade Relations with Japan, by Wallace M. Alexander; 
and the Text of the Nine-Power Treaty 





